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Title  49 — Transportation 

CHAPTER  X— INTERSTATE  COMMERCE 
COMMISSION 

(Ex  Parte  No.  393  (Sub-No.  2)  ] 

PART  1125— STANDARDS  FOR  DETER¬ 
MINING  RAIL  SERVICE  CONTINUATION 
SUBSIDIES 

On  January  8,  1975,  the  Rail  Services 
Planning  Ofl&ce  of  the  Interstate  Com¬ 
merce  Commission  published  rail  service 
continuation  subsidy  standards  (40  PR 
1624).  The  standards  have  since  been 
amended  on  March  28,  1975  (40  FR 
14186);  on  January  22,  1976  (41  FR 
3402  >;  and  on  March  26,  1976  (41  FR 
12836) .  In  light  of  the  number  of  amend¬ 
ments  which  have  been  made  to  the 
standards  as  originally  promulgated  and 
the  pubUc's  need  for  an  up-to-date  copy 
of  the  standards,  the  OflSce  is  publishing 
herewith  a  complete  set  of  tlie  standards 
as  amended  to  date. 

Robert  L.  Oswald, 
Secretary. 
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Authoritt:  Sec.  205(d)(6),  Regional  Rail 
Reorganization  Act  of  1973,  Pub.  L.  93- 
236  87  Stat.  985,  994,  as  amended  by  sec. 
909  of  the  Railroad  Revitalization  and  Reg- 
tUatory  Reform  Act  of  1976,  Pub.  L.  94- 
210, 90  Stat.  31,67. 

§1125.1  Purpose  and  scope. 

(a)  Section  304(c)  (2)  of  the  Act  as 
amended  provides  that  no  rail  service 
may  be  discontinued  and  no  rail  prop¬ 
erties  may  be  abandoned  pursuant  to 
that  section  if  a  financially  responsible 
person  (including  a  government  entity) 
offers  to  provide  a  rail  service  continua¬ 
tion  payment  which  is  designed  to  cover 
the  difference  between  the  revenue  at¬ 
tributable  to  such  rail  properties  and  the 
avoidable  costs  of  providing  rail  service 
on  such  properties,  together  with  a  rea¬ 
sonable  return  on  the  value  of  such 
properties. 

<b)  Section  304(d)  (1)  provides  that  If 
a  rail  service  continuation  payment  Is 
offered  pursuant  to  Section  304(c)  (2)  (A) 
for  rail  freight  service,  the  offeror  shall 
designate  the  operator  of  the  service. 
The  operator  shall  be  entitled  to  receive 
from  the  offeror  the  difference  betw’een 
the  revenue  attributable  to  the  properties 
and  the  avoidable  costs  of  providing 
sendee  together  with  a  reasonable  man¬ 
agement  fee. 

(c)  Section  205(d)(6)  of  the  Act  as 
amended  directs  the  Rail  Sendees  Plan¬ 
ning  Office  to  determine  and  publish 
standards  for  determining  the  “revenue 


attributable  to  the  rail  properties”,  the 
“avoidable  costs  of  providing  service",  a 
“reasonable  return  on  the  value”  and  a 
“reasonable  management  fee”  as  those 
phrases  are  used  In  Section  304  of  the  Act 
as  amended.  This  Part  sets  forth  those 
standards. 

(d)  The  standards  set  forth  herein 
employ  an  interim  formula  for  establish¬ 
ing  an  estimated  first  year  subsidy  pay¬ 
ment,  This  estimate  will  serve  as  a  basis 
for  the  subsidy  offer  within  the  context 
of  section  304(c)(2)  of  the  Act  as 
amended  and  provide  a  framework  for 
the  negotiation  of  a  subsidy  agreement. 
The  amount  a  subsidizer  must  offer  un¬ 
der  section  304(c)  (2)  (A)  as  amended  Is 
the  amount  computed  in  accordance  with 
the  interim  formula,  or  $1.00,  whichever 
is  the  greater  amount.  The  final  payment 
will  be  adjusted  based  on  data  related  to 
the  subsii^  period.  Where  an  adjustment 
results  in  an  increase  In  the  estimated 
subsidy  payment,  the  amount  of  such 
increase  in  excess  of  15  percent  of  the 
estimated  payment  shall  be  treftted  as 
a  carryover  avoidable  cost  in  the  subse¬ 
quent  subsidy  year  imless  the  railroad 
notifies  the  subsidizer  that  the  estimate 
will  be  exceeded  by  more  than  15  percent 
in  one  of  the  first  three  quarterly  Finan¬ 
cial  Status  Reports  required  by  §  1125.9 
(f)  or  the  increase  results  from  an 
expense  preapproved  by  the  subsidizer. 

§  1125.2  Definitions. 

Unless  otherwise  required  by  the  con¬ 
text,  the  following  definitions  apply  in 
this  part; 

“Acerount"  means  an  account  in  the 
CX>mmission’s  Uniform  System  of  Ac- 
counts  for  Railroad  Companies  (49  (7FR 
Part  1201). 

“Act”  means  the  Regional  Rail  Reor¬ 
ganization  Act  of  1973,  Public  Law  93- 
236  (87  Stat.  985). 

"Base  year”  means  the  same  year  em¬ 
ployed  by  the  U.S.  Railway  Association 
in  developing  the  final  system  plan. 

“Branch”  means  a  segment  of  a  rail¬ 
road  that  Is  not  designated  to  be  in  the 
final  system  plan  under  the  Act,  and 
that  Is  the  subject  of  a  notice  in  wTiting 
of  Intent  to  discontinue  service  imder 
section  304(a)  of  the  Act  and  notice  of 
Intent  to  abandon  rail  properties  imder 
section  304(b)  of  the  Act. 

“Commission”  means  the  Interstate 
Commerce  Commission. 

“Form  R-1”  means  the  railroad’s  an¬ 
nual  report  filed  with  the  Commission 
in  accordance  with  the  requirements  of 
section  20  of  the  Interstate  Commerce 
Act. 

“Notice  of  Intent”  means  a  notice  In 
WTiting  of  intent  to  discontinue  service 
under  section  304(a)  of  the  Act  and  no¬ 
tice  of  intent  to  abandon  rail  properties 
under  section  304(b)  of  the  Act. 

“Office”  means  the  Rail  Services  Plan¬ 
ning  Office  established  by  section  205 
of  the  Act. 

“F*erson  offering  a  subsidy”  means  a 
shipper,  a  State,  the  United  States,  a 
local  or  regional  transportation  author¬ 
ity,  or  any  responsible  person  offering 
a  rail  service  continuation  subsidy  under 
section  304(c)  (2)  (A)  of  the  Act. 


“Rail  Form  A”  means  the  Commls- 
skm’s  Formula  for  Use  in  Determining 
Rail  Freight  Service  Costs,  Statement 
lFl-73. 

“Railroad”  means  a  railroad  company, 
or  the  trustee  or  trustees  of  a  railroad 
company,  Uiat  gives  a  notice  in  writing 
of  intent  to  discontinue  service  under 
section  304(a)  of  the  Act,  and,  as  the 
context  requires,  “railroad”  may  mean 
either  the  owner  of  rail  properties  over 
which  subsidized  service  is  or  may  be 
performed,  or  the  operator  of  that  serv¬ 
ice.  or  both. 

“Subsidy  year”  means  any  12  month 
period  for  which  a  subsidy  agreement 
is  negotiated  and  in  operation. 

§  1125.3  Interim  subsidy  payment. 

The  person  offering  a  subsidy  shall 
<^er  to  pay.  In  return  for  the  continua¬ 
tion  of  rail  service,  an  amount  computed 
on  the  basis  of  the  interim  formula  de¬ 
scribed  in  this  section.  The  Interim  pay¬ 
ment  may  be  adjusted,  by  agreement 
of  the  parties,  to  take  into  account  fac¬ 
tors,  such  as  rate  Increases  and  changes 
In  traffic  levels  which  would  make  the 
sole  use  of  base  year  data  an  inappro¬ 
priate  means  of  estimating  the  payment 
for  the  subsidy  year.  The  interim  for¬ 
mula  makes  use  of  estimates  of  revenues, 
off-brandi  costs,  on-branch  costs  and  a 
return  on  the  value  of  the  properties  in¬ 
volved.  The  “base  year”  for  all  estimates 
under  this  section  shall  be  the  same  year 
employed  by  the  United  States  Railway 
Association  in  developing  the  final  sys¬ 
tem  plan  pursuant  to  sections  206  and 
207  of  the  Act. 

(a)  Revenues.  The  estimated  revenues 
shall  include  all  the  sources  of  revenue 
described  In  S  1125.4,  computed  on  the 
bads  of  base  year  data. 

(b)  Off -branch  costs.  A  ratio  of  off- 
branch  costs  to  revenues  for  the  base 
year  diall  be  used  to  derive  the  estimate 
of  the  off-branch  costs  for  the  subsidy 
year.  The  base  year  off-branch  costs 
shall  be  calculated  using  the  methodol¬ 
ogy  described  In  S  1 125.5  (k).  If  data 
Identifying  actual  carloads  by  car  type 
are  not  available,  car  type  shall  be  based 
upon  the  railroad’s  best  estimate.  A  ratio 
shall  be  developed  by  applying  these  costs 
against  the  base  year  revenues.  The  re¬ 
sulting  ratio  shall  be  applied  to  the  rev¬ 
enues  estimated  In  paragraph  (a)  of 
this  section  to  develop  the  estimated  off- 
branch  cost  for  the  subsidy  year. 

(c)  On-branch  costs.  The  estimate  for 
on-branch  costs  shall  be  separated  Into 
the  following  six  categories:  Routine 
maintenance  of  way  and  structures,  re¬ 
habilitation,  maintenance  of  equipment, 
transportation,  taxes,  and  miscellaneous. 

(1)  The  costs  for  routine  maintenance 
of  way  and  structures  shall  be  estimated 
at  $1,000  per  year  per  mile  of  track  on 
the  branch  for  which  the  railroad  is  re¬ 
sponsible  for  maintenance,  unless  the 
parties  agree  to  a  higher  level. 

(2)  Rehabilitation  costs  will  not  be  in¬ 
cluded  unless  (A)  the  track  involved  does 
not  meet  minimum  Federal  Railroad  Ad- 
minlstratlon  (FRA)  Class  1  safety  stand¬ 
ards  (49  CFR  Part  213) ,  in  W’hlch  case, 
the  railroad  will  furnish  a  detailed  esti¬ 
mate  of  the  costs  to  rehabilitate  the  track 


FEDERAL  REGISTER,  VOL  41.  NO.  78— WEDNESDAY,  APRIL  21,  1976 


RULES  AND  REGULATIONS 


16783 


to  the  minimum  level  with  the  notice  of 
intent  and  provision  to  cover  such  costs 
shall  be  included  in  the  subsidy  agree¬ 
ment;  or  (B)  the  potential  subsidizer  re¬ 
quests  a  level  of  service  which  requires 
expenditures  for  rehabilitation,  and 
m^es  such  a  request  within  10  days  after 
the  date  the  notice  of  intent  is  ^ed,  in 
which  case  the  railroad  shall  furnish  an 
estimate  of  the  costs  involved  vrithin  20 
days  after  the  date  of  that  request.  All 
such  requests  and  estimates  shall  be  on 
a  specific  project  basis. 

(3)  The  estimate  for  maintenance  of 
equipment  costs  shall  be  based  on  the 
same  methodology  employed  in  §  1125.5 

(b).  using  base  year  data  rather  than 
subsidy  year  data.  Unless  the  parties 
agree  to  a  different  base,  the  resulting 
average  unit  costs  shall  be  applied  to  the 
branch  base  year  service  imits  to  arrive 
at  the  estimate. 

(4)  Transportation  costs  shall  be  es¬ 
timated,  bas^  upon  system  average  costs. 
The  number  of  trips  per  year  shall  be 
based  upon  the  frequency  of  service  per¬ 
formed  at  the  time  the  notice  is  filed  im- 
less  the  parties  agree  to  a  different  level. 
Labor  costs  for  train  crews  shall  be  based 
on  system  average  costs  for  each  type  of 
crew  applied  to  the  hours  of  service  on  the 
branch.  The  crew  costs  shall  be  classified 
into  four  major  categories:  Yard,  local/ 
way,  though,  and  passenger.  The  straight 
time  average  cost  per  hour  for  each  srard, 
local/way  or  through  train  crew  member 
shall  be  calculated  using  the  railroad’s 
Employees,  Service,  and  Compensation 
Report  (Form  B)  for  the  base  year.  The 
calculation  is  made  by  adding  together 
the  straight  time  compensation,  col.  (9) , 
and  the  constructive  allowances,  col.  (11) , 
and  dividing  this  total  by  the  straight 
time  hours  actually  worked,  col.  (4) .  This 
process  would  be  repeated  for  each  yard, 
local/way  and  through  train  class  of  em¬ 
ployee.  After  the  hourly  rate  is  deter¬ 
mined  for  each  member,  tiie  cost  per  crew 
hour  shall  be  calculated  based  on  the 
exact  size  and  consist  of  the  crew 
currently  serving  the  branch.  The  crew 
cost  per  hour  is  multiplied  by  the  es¬ 
timated  hours  that  will  be  Incurred 
in  serving  the  branch  during  the 
subsidy  period.  The  estimated  direct 
crew  costs  must  be  increased  to  cover 
fringe  benefits  using  the  procedure  de¬ 
scribed  in  §  1125.5(e).  The  railroad 
shall  also  furnish  estimates  of  costs  for 
the  remaining  transportation  accounts 
using  the  final  standards  as  a  guide  to 
their  includabillty  and  basis  of  calcula¬ 
tion. 

(5)  The  estimate  for  property  taxes 
.shall  1'  based  upon  the  base  year  actual 
tax  assessment,  adjusted  for  tax  rate 
changes.  Revenue  taxes  shall  be  based 
upon  the  revenue  level  estimated  pur¬ 
suant  to  paragraph  (a)  of  this  section. 

(6)  The  estimate  for  miscellaneous  ex¬ 
penses  shall  Include  only  those  direct 
outlays  anticipated  during  the  subsidy 
year  plus  an  allowance  for  administra¬ 
tive  costs  based  upon  one-half  of  one 
percent  of  the  revenues  estimated  in 
9 1125.3(a). 

(d)  Return  on  value.  The  railroad  shall 
appraise  the  value  of  the  property  on 


the  basis  of  definition  found  In  9  1125.6. 
If  the  valuation  is  challenged,  an  ap¬ 
praisal  of  the  property  by  a  qualified  and 
certified  appraiser(s)  shall  be  offered 
by  the  potential  subsidizer.  If  the  parties 
cannot  agree  on  a  valuation  through 
negotiation,  an  average  of  the  two  ap¬ 
praisals  shall  be  used  as  the  basis  of  the 
interim  formula.  The  rate  of  return  to 
be  applied  to  the  value  of  the  properties 
shall  be  estimated  in  accordance  with  the 
procedures  described  in  §  1125.7. 

(e)  Management  Fee.  The  estimated 
management  fee  shall  be  based  on  the 
standard  adopted  in  9  1125.8  and  applied 
to  the  revenue  determined  pursuant  to 
paragraph  (a)  of  this  section. 

§  1125.4  Revenue  attributable  to  tlie 
rail  properties. 

The  revenue  attributable  to  the  rail 
properties  of  a  branch  is  the  total  of  the 
revenues  assigned  to  the  branch  in  ac¬ 
cordance  with  this  section,  plus  any 
subsidy  payments  that  would  cease  upon 
discontinuance  of  service  on  the  branch, 
for  the  subsidy  year.  The  revenues  as¬ 
signed  shall  be  derived  from  the  follow¬ 
ing  accoimts: 

(a)  Account  101 — Freight.  The  reve¬ 
nues  assigned  under  this  account  shall 
be  the  actual  revenues  accruing  to  the 
railroad,  derived  from  waybills  and  other 
source  documents  for  all  trafSc  that: 

(1)  Originates  and  terminates  on  the 
branch; 

(2)  Originates  or  terminates  on  the 
branch  and  is  handled  off  the  branch  on 
the  system  but  not  on  another  carrier; 
and, 

(3)  Originates  or  terminates  on  the 
branch  and  Is  handled  on  another 
carrier. 

The  revenues  of  all  bridge  or  overhead 
traffic  shall  be  attributed  to  the  branch 
on  the  basis  of  the  ratio  of  miles  moved 
on  the  branch  to  miles  moved  on  the 
system. 

(b)  Account  102 — Passenger;  Account 
104 — Sleeping  car;  and  Account  105 — 
Parlor  and  chair  car.  The  revenues  as¬ 
signed  under  these  accounts  shall  be 
the  amounts  in  the  railroad’s  accoimts 
apportioned  to  the  branch  on  the  basis  of 
the  ratio  of  passenger  miles  on  the 
branch  to  passenger  miles  on  the  sys¬ 
tem  of  the  railroad. 

(c)  Account  103 — Baggage:  Account 
106 — Mail;  Account  107 — Express;  Ac¬ 
count  108 — Other  passenger  train;  Ac¬ 
count  109 — Milk;  and  Account  131 — Din¬ 
ing  and  buffet.  “The  revenues  assigned 
under  these  accounts  shall  be  appor¬ 
tioned  to  the  branch  on  the  basis  of  the 
ratio  of  passenger  car-miles  on  the 
branch  to  passenger  car-miles  on  the 
system  of  the  railroad  but  only  if  such 
revenue  is  earned  by  trains  operating 
on  the  branch  line.’’ 

(d)  Account  110 — Switching;  Account 
113 — Water  transfers;  Account  132 — 
Hotel  and  restaurant;  Account  133 — Sta¬ 
tion,  train,  and  boat  privileges:  Account 
135 — Storage — Freight;  Account  137 — 
Demurrage;  Account  138 — Communica¬ 
tion;  Account  139 — Grain  elevator;  Ac¬ 
count  141 — Power;  Account  142 — Rents 
of  buildings  and  other  property;  Account 
143 — Miscellaneous:  Account  151 — Joint 


facility,  Cr.;  and  Account  152 — Joint  fa¬ 
cility,  Dr.  ’The  revenues  assigned  imder 
these  accounts  shall  be  the  a<  ‘.ual  rev¬ 
enues  accruing  to  the  rail  road  that  are 
directly  attributable  to  the  branch. 

§  1125.5  Avoidable  costs  of  providing 
service. 

The  avoidable  costs  of  providing  serv¬ 
ice  on  a  branch  are  the  total  of  the 
costs  assigned  or  apportioned  to  the 
branch  in  accordance  with  this  section. 
All  on-branch  costs,  whether  direct  or 
allocated,  shall  be  computed  separately 
for  freight  and  passenger  services.  Costs 
apportioned  under  paragraphs  (a) 
through  (k)  of  this  section  shall  be  de¬ 
rived  from  the  latest  Form  R-1  of  the 
railroad  filed  with  the  Commission  prior 
to  the  conclusion  of  the  subsidy  year. 
Labor  costs  must  be  Identified  separately 
for  all  accoimts  when  costs  are  assigned 
on  a  direct  basis. 

(a)  Maintenance  of  way  and  struc¬ 
tures — (1)  Account  202 — Roadway  main¬ 
tenance;  Account  212 — Ties;  Account 
214 — Rails;  Account  216 — Other  track 
material:  Account  218 — Ballast;  and  Ac¬ 
count  220 — Track  laying  and  surfacing. 
’The  costs  assigned  under  these  accounts 
shall  be  the  actual  branch  costs  assigned 
on  a  direct  basis. 

(2)  Account  206 — Tunnels  and  sub¬ 
ways;  Account  208 — Bridges,  trestles 
and  culverts;  Account  210— Elevated 
structures;  Account  221 — Fences,  snow- 
sheds,  and  signs;  Account  227 — Station 
and  office  buildings;  Account  229 — Road¬ 
way  buildings:  Account  231 — Water  sta¬ 
tions:  Account  233 — Fuel  stations;  Ac¬ 
count  235 — Shops  and  engine  houses; 
Account  237 — Grain  elevators:  Account 
239 — Storage  warehouses;  Account  241 — 
Wharves  and  docks;  Account  243 — Coal 
and  ore  wharves;  Account  244 — TOFC 
and  COFC  terminals:  Account  247 — 
Communications  systems;  Account 
249 — Signals  and  interlockers;  Account 
253 — Power  plants;  Account  257 — 
Power — transmission  systems;  and  Ac¬ 
count  265 — Miscellaneous  structures. 
The  costs  assigned  under  these  accounts 
shall  be  the  actual  branch  costs  assigned 
on  a  direct  basis.  A  cost  may  not  be  as¬ 
signed  under  one  of  these  accounts  un¬ 
less  the  facility  to  which  it  pertains  is 
in  use  for  rail  transportation  purposes 
and  its  only  useful  purpose  is  to  serve 
the  branch. 

(3)  Account  272 — Removing  snow,  ice, 
and  sand:  Account  273 — Public  improve¬ 
ments — Maintenance:  Account  278 — 
Maintaining  joint  tracks,  yards,  and 
other  facilities — Dr.;  Account  279 — 
Maintaining  joint  tracks,  yards,  and 
other  facilities — Cr.;  Account  281 — 
Right-of-way  expenses;  and  Account 
282 — Other  expenses.  ’The  costs  assigned 
under  these  accounts  shall  be  the  actual 
branch  costs  assigned  on  a  direct  basis. 

(b)  Maintenance  of  Equipment — (1) 
Account  311 — Locomotives — Repairs. 
This  account  shall  be  separated  between 
yard  and  other  (road)  with  a  further 
separation  between  diesel  and  other  elec¬ 
tric).  The  costs  assigned  under  this  ac¬ 
count  for  yard  locomotives  shall  be  ap¬ 
portioned  to  the  branch  separately  for 
diesel  and  electric  locomotives  on  the 
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basis  of  the  ratio  of  branch  diesel  and 
electric  yard  locomotive  unit-hours  to 
the  total  system  diesel  and  electric  yard 
locomotive  imlt-hoiu's.  The  costs  as¬ 
signed  under  this  account  for  other 
locomotives  (road)  shall  be  apportioned 
to  the  branch  separately  for  diesel  and 
electric  locomotives  on  the  basis  of  the 
ratio  of  branch  diesel  and  electric  loco¬ 
motive  gross  ton-miles  in  road  service 
to  the  total  system  diesel  and  electric 
locomotive  gross  ton-miles  In  road 
service. 

(2)  Account  317 — Passenger — train 
cars — Repairs.  The  costs  assigned  under 
this  accoimt  shall  be  the  actual  branch 
costs  assigned  on  a  direct  basis.  If  the 
costs  cannot  be  assigned  on  a  direct 
basis,  the  amount  in  the  railroad’s  ac¬ 
count  shall  be  apportioned  to  the  branch 
on  the  basis  of  the  ratio  of  branch  pas¬ 
senger  car-miles  to  the  railroad’s  total 
passenger  car-miles. 

(3)  Account  318 — Highway  revenue 
equipment — Repairs.  ’The  costs  assigned 
under  this  account  shall  be  the  actual 
branch  costs  assigned  on  a  direct  basis. 

(4)  Account  323 — Floating  equip¬ 
ment — Repairs;  Account  326 — Work 
equipment — Repairs;  Account  328 — Mis¬ 
cellaneous  equipment — Repairs;  Account 
329 — Dismantling  retired  equipment; 
and  Account  330 — Retirements — Equip¬ 
ment.  The  costs  assigned  under  these  ac¬ 
counts  shall  be  the  actual  costs  that  are 
directly  attributable  to  the  branch. 

(5)  Account  331 — Equipment — Depre¬ 
ciation — (52)  Locomotives — Yard.  ’This 
account  shall  be  Included  if  the  branch  is 
serviced  by  a  yard  locomotive.  The  cost 
shall  be  assigned  to  the  branch  on  the 
basis  of  the  ratio  of  locomotive  imlt- 
hours  on  the  branch  to  total  locomotive 
unit-hours  on  the  syst«n. 

(52)  Locomotives — Other.  When  a 
branch  is  served  by  a  local/way  or 
through  train  crew  the  expense  shall  be 
assigned  to  the  branch  on  the  basis  of  the 
ratio  of  locomotive  unit  hours  on  the 
branch  to  the  total  locomotive  unit-hours 
on  the  sj^tem. 

(53)  Freight-train  cars.  On-branch 
car  costs  shall  be  calculated  on  the  basis 
of  system  average  day  and  mileage 
ratios.  ’This  is  an  element  in  the  cost  per 
car-day  and  per  car-mile  calculation. 

(54)  Passenger  train  cars.  In  those  in¬ 
stances  where  passenger  service  is  of¬ 
fered  on  the  branch,  this  expense  shall 
be  assigned  to  the  branch  on  the  basis 
of  the  ratio  of  passenger  car  mUes  on  the 
branch  to  the  passenger  car-miles  on 
the  total  system. 

(55)  Highway  revenue  equipment. 
Only  equipment  which  is  specialized  in 
its  capacity  and/or  woiQd  not  be  used 
elsewhere  in  revenue  service  may  be  in¬ 
cluded.  The  inclusion  of  the  expense 
shall  be  on  an  actual  basis  only. 

(56)  Floating  equipment.  Expenses  re¬ 
lating  to  equipment  under  this  category 
for  which  there  would  be  no  further  need 
may  be  included  on  an  actual  basis  only. 

(6)  Account  336 — Joint  maintenance 
of  equipment  expenses — Dr.;  Account 
337— Joint  maintenance  of  equipment 
expenses — Cr.;  and  Account  339 — Other 
expenses.  Hie  costs  assigned  under  these 


accounts  shall  be  the  actual  costs  that 
are  directly  attributable  to  the  branch. 

(c)  Transportation — Rail  Line. — (1) 
Account  372 — Dispatching  trains;  Ac¬ 
count  373 — Station  employees;  Account 
374 — Weighing,  inspection,  and  demur¬ 
rage  btireaus;  Account  375 — Coal  and 
ore  wharves;  Account  377 — Yardmasters 
and  yard  clerks;  Account  379 — Yard 
switch  and  signal  tenders;  and  Account 
407 — Communication  system  operation. 
’Ihe  costs  assigned  under  these  accoimts 
shall  be  the  actual  branch  costs  assigned 
on  a  direct  basis  and  will  be  assignable 
only  if  it  can  be  demonstrated  that  such 
costs  would  be  avoided  as  a  result  of  the 
service  being  discontinued. 

(2)  Account  376 — Station  supplies  and 
expenses;  and  Account  389 — Yard  sup¬ 
plies  and  expenses.  The  costs  assigned 
under  these  accounts  shall  be  the  actual 
branch  costs  assigned  on  a  direct  basis. 

(3)  Account  378 — Yard  conductors 
and  brakemen;  and  Account  380 — Yard 
enginemen.  ’These  costs  shall  be  assigned 
only  on  c*  direct  basis. 

(4)  Account  382 — Yard  switching  fuel. 
’The  costs  assigned  to  this  account  shall 
be  the  amount_in  the  railroad’s  accoimt 
apportioned  to  the  branch  on  the  basis 
of  the  ratio  of  yard  diesel  locomotive 
unit-hours  on  the  branch  to  the  rail¬ 
road’s  total  yard  diesel  locomotive  unit 
hours. 

(5)  Account  383 — Yard  switching 
power  produced;  and  Account  384 — Yard 
switching  power  purchased.  ’The  costs  as¬ 
signed  to  these  accounts  shall  be  the 
amount  in  the  railroad’s  accounts  appor¬ 
tioned  to  the  branch  on  the  basis  of  the 
ratio  of  el'ctric  yard  locomotive  unit- 
hours  on  the  branch  to  the  railroad’s 
total  electric  yard  locomotive  unit-hours. 

(6)  Account  388 — Servicing  yard  loco¬ 
motives.  ’The  costs  assigned  to  this  ac¬ 
count  shall  be  the  amount  in  the  rail¬ 
road’s  account  apportioned  to  the  branch 
on  the  basis  of  the  ratio  of  branch  yard 
locomotive  unit  hours  to  the  railroad’s 
total  yard  locomotive  unit  hours. 

(7)  Account  392 — Train  enginemen; 
and  Account  401 — Trainmen.  These 
costs  shall  be  the  actual  branch  costs  as¬ 
signed  on  a  direct  basis. 

(8)  Account  394 — Train  fuel.  If  the 
branch  is  served  by  a  local/way  or 
through  train  crew,  the  costs  assigned 
under  this  account  shall  be  the  amount 
in  the  railroad’s  account  apportioned  to 
the  branch  on  the  basis  of  the  ratio  of 
branch  diesel  locomotive  unit-hours 
(road)  to  the  railroad’s  total  diesel  loco¬ 
motive  unit-hours  (road) . 

(9)  Account  395 — Train  power  pro¬ 
duced;  Account  396 — Train  power  pur¬ 
chased.  The  costs  assigned  to  these  ac¬ 
counts  shall  be  the  amounts  in  the  rail¬ 
road’s  accoimts  apportioned  to  the 
branch  on  the  basis  of  the  ratio  of  branch 
electric  road  locomotive  unit  hours  to  the 
railroad’s  total  system  electric  road  loco¬ 
motive  unit  hours. 

(10)  Account  400 — Servicing  train  lo¬ 
comotives.  If  the  branch  is  served  by  a 
local /way  or  through  train  crew,  the 
costs  assigned  under  this  account  shall 
be  the  amount  in  the  railroad’s  account 
apportioned  to  the  branch  on  the  basis 


of  the  ratio  of  branch  locomotive  unit- 
miles  (road)  to  the  railroad’s  total  loco¬ 
motive  unit  miles  (road) . 

(11)  Account  402 — Train  supplies  and 
expenses.  If  the  branch  is  served  by  a 
local/way  or  through  train  crew,  the 
costs  assigned  under  this  account  shall 
be  the  amount  in  the  railroad’s  account 
apportioned  to  the  branch  on  the  basis 
of  the  ratio  of  branch  train  hours  to  the 
railroad’s  total  train-hours.  However, 
heater  and  refrigerator  charges  and 
credits  may  not  be  included  in  Account 
402  unless  they  are  applicable  to  the 
branch. 

(12)  Account  404 — Signal  and  inter¬ 
locker  operation;  and  Account  405 — 
Crossing  protection.  ’The  costs  assigned 
under  these  accounts  shall  be  the  actual 
branch  costs  assigned  on  a  direct  basis. 

(13)  Account  406 — Drawbridge  oper¬ 
ation;  and  Account  408 — Operating  float¬ 
ing  equipment.  ’The  costs  assigned  under 
these  accounts  shall  be  the  actual  branch 
costs  asslgrned  on  a  direct  basis,  but  only 
if  those  costs  are  Incurred  for  the  ex¬ 
clusive  use  of  the  branch. 

(14)  Account  411 — Other  expenses; 
Account  414 — Insurance;  Account  415 — 
Clearing  wrecks;  Account  416 — Damage 
to  property;  Account  417 — Damage  to 
livestock  on  the  right-of-way;  Account 
418 — Loss  and  damage — Freight;  Ac¬ 
count  420 — Injuries  to  persons;  Account 

421 —  TOFC/COFC  terminals;  Account 

422 —  Other  highway  transportation  ex¬ 
penses;  Account  390 — Operating  joint 
yards  and  terminals — Dr.;  Account  391 — 
Operating  joint  yards  and  terminals — 
Cr.;  Account  412 — Operating  joint  tracks 
and  facilities — Dr.;  and  Account  413 — 
Operating  joint  tracks  and  facilities — Cr. 
The  costs  assigned  under  these  accounts 
shall  be  the  actual  branch  costs  assigned 
on  a  direct  basis. 

(d)  Miscellaneous  Operations. — Ac¬ 
count  441 — Dining  and  buffet  service; 
Account  442 — Hotels  and  restaurants; 
Account  443 — Grain  elevators;  Account 

445 —  Producing  power  sold;  Account 

446 —  Other  miscellaneous  operations; 
Account  447 — Operating  joint  miscel¬ 
laneous  facilities — Dr.;  and  Account 
448 — Operating  joint  miscellaneous  fa¬ 
cilities — Cr.  ’The  costs  assigned  under 
these  accounts  shall  be  the  actual  branch 
costs  assigned  on  a  direct  basis. 

(e)  Fringe  benefits.  (1)  Fringe  benefits 
shall  be  assigned  on  a  basis  of  a  per¬ 
centage  of  direct  wages.  The  percentage 
shall  be  developed  by  using  data  from 
the  railroad’s  latest  Form  R-1.  ’The  total 
of  all  health  and  welfare  accounts  (Ac¬ 
counts  277,  335,  359,  409,  449,  and  456) 
taken  from  Sch.  320,  col.  (b)  shall  be 
added  to  the  total  of  payroll  taxes,  old- 
age  retirement  and  unemployment  in¬ 
surance,  taken  from  Sch.  350,  and  divided 
by  the  total  employee  compensation 
taken  from  Sch.  320,  col.  (b) .  The  result¬ 
ing  percentage  shall  be  applied  to  the 
direct  labor  costs  relating  to  maintenance 
of  way  and  structures,  transportation, 
and  miscellaneous  expenses. 

(2)  Since  direct  labor  costs  are  not 
available  for  maintenance  of  equipment, 
the  railroad  shall  be  required  to  furnish 
a  ratio  of  labor  costs  to  t<kal  maintenance 
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of  equipment  expen^ses.  The  ratio  shall 
be  applied  to  the  maintenance  of  equip¬ 
ment  costs  assigned  to  the  bran<^  to 
develop  an  estimate  of  the  related  labor 
costs.  The  percentage  developed  In  the 
preceding  paragraph  shall  then  be  ap¬ 
plied  to  the  estimated  labor  costs  to 
develop  the  fringe  benefit  costs  for  main¬ 
tenance  of  equipment. 

(f)  Revenue  taxes.  The  amoimt  of 
revenue  taxes  shall  be  computed  based 
on  the  amoimts  directly  psild  in  those 
States  that  subject  the  railroad  to  a 
revenue  tax. 

(g)  Property  taxes.  The  amount  of 
property  taxes  shall  be  the  amoimt  levied 
against  the  property  on  the  branch.  In 
those  States  where  a  true  ad  valorem 
tax  Is  levied,  based  on  the  value  of  certain 
kinds  of  railroad  property  such  as  track, 
land  buildings,  and  other  facilities.  In 
States  where  prop>erty  taxes  are  levied  on 
the  basis  of  a  formula  of  a  State-wide 
valuation  of  property,  the  railroad  shall 
support  any  claim  of  savings  for  property 
taxes  In  the  event  of  abandonment  of 
the  branch.  If  the  railroad  would  realize 
State-wide  savings  on  the  basis  of  a 
proposed  discontinuance  of  service  on 
more  than  one  branch  operated  In  that 
State,  the  amount  assigned  to  that 
branch  shall  be  apportioned  on  the  basis 
of  the  ratio  of  the  miles  of  track  on  that 
branch  to  the  railroad’s  miles  of  track 
proposed  for  discontinuance  In  that 
State. 

(h)  Rent  income — (1)  Account  502 — 
Hire  of  freight  cars  and  highway  revenue 
equipment — Credit  balance.  The  amount 
assigned  under  this  account  shall  be 
based  on  a  special  analysis  of  the  high¬ 
way  revenue  equipment  used  exclusively 
on  the  branch. 

(2)  Account  504 — Rent  from  locomo¬ 
tives:  Account  505 — Rent  from  pas¬ 
senger-train  cars;  Account  506 — Rent 
from  floating  equipment;  and  Account 
507 — Rent  from  work  equipment.  'The 
amounts  assigned  imder  these  accounts 
shall  be  based  on  the  actual  receipts  for 
the  kind  of  equipment  rented,  but  may 
not  be  Included  unless  the  kind  of  equip¬ 
ment  rented  Is  normally  used  exclusively 
for  branch  traffic. 

(3)  Account  508 — Joint  facility  rent 
income.  The  amounts  assigned  under 
this  account  shall  be  the  actual  branch 
receipts  assigned  on  a  direct  basis. 

(1)  Rents  Costs — (1)  Account  536 — 
Hire  of  freight  cars  and  highway  reve¬ 
nue  freight  equipment — Debit  balance. 
The  amount  assigned  under  this  accoimt 
shall  be  based  on  a  special  analysis  of 
the  highway  revenue  equipment  used  ex¬ 
clusively  on  the  branch. 

(2)  Account  537 — Rent  for  locomo¬ 
tives;  Account  538 — Rent  for  passenger- 
train  cars;  and  Account  539 — Rent  for 
floating  equipment.  If  the  equipment  Is 
used  exclusively  for  branch  traffic,  the 
costs  assigned  under  these  accounts  shall 
be  the  actual  branch  costs  assigned  on 
a  direct  basis.  If  analysis  shows  com¬ 
mon  rents,  the  common  rents  cost  shall 
be  apportioned  to  the  branch  on  the 
basis  of  the  ratio  of  applicable  locomo¬ 
tive,  passenger-train  car,  or  floating 
equipment  days  or  miles,  as  used  for 


billing  piuposes,  on  the  branch  to  the 
total  of  those  days  or  miles  on  other 
lines  of  the  railroad. 

(3)  Account  540 — Rent  for  work 
equipment.  The  costs  assigned  under  this 
accoimt  shall  be  the  actual  branch  costs 
assigned  on  a  direct  basis. 

(4)  Account  541 — Joint  facility  rents. 
The  costs  assigned  under  this  account 
shall  be  the  actual  branch  costs  assigned 
on  a  direct  basis,  plus,  for  common  ex¬ 
penses,  an  apportionment  of  common 
expenses  to  the  branch  on  the  basis  of 
the  ratio  of  the  branch  total  in  Ac¬ 
counts  278,  336,  390,  and  412  to  the 
railroad’s  total  in  those  accounts. 

(j)  Freight  train  car  costs.  The  on- 
branch  costs  for  time-mileage  freight- 
train  cars  shall  be  calculated  on  the 
basis  of  the  railroad’s  average  costs  per 
day  and  per  mile.  These  costs  shall  in¬ 
clude  Account  314 — Freight  train  cars — 
Repairs;  Account  331  (53)  Equipment — 
Depreciation  of  freight  train  cars; 
freight  car  portion  of  Account  503 — Hire 
of  freight  cars  and  highway  revenue 
equipment — Credit  balance;  freight  car 
portion  of  Account  536 — Hire  of  freight 
cars  and  highway  revenue  equipment — 
Debit  balance;  and  the  return  on  Invest¬ 
ment  In  freight-train  cars.  ’The  system 
totals  for  repairs  and  depreciation  shall 
be  divided  Into  time  related  costs  and 
mileage  related  costs  on  the  basis  of  the 
standard  Rail  Form  A  apportionment 
factors  (l.e.,  50  percent  time  and  50  per¬ 
cent  mileage  for  repairs,  and  60  percent 
time  and  40  percent  mileage  for  depre¬ 
ciation).  Return  on  investment  shall  be 
treated  as  a  100  percent  time  related  cost. 
The  system  total  receipts  and  pasunents 
for  the  hire  of  time-mileage  cars  and  the 
basic  data  used  In  the  development  of 
the  car-day  and  car-mile  factors  shall  be 
taken  from  the  railroad’s  latest  Form 
R-1.  The  specific  steps  to  complete  the 
calcuatlons  are  as  follows: 

(1)  The  total  system  car-days  shall  be 
calculated  by  averaging  the  railroad’s 
freight  car  ownership  at  the  beginning 
and  ending  of  the  year  (R-1,  Sch.  417, 
line  69,  cols,  n  and  w) ;  multiplying  the 
average  by  the  standard  active  number 
of  car-days  per  car  (346)  as  developed 
In  ICC  Docket  number  31358;  subtract¬ 
ing  car-days  on  foreign  lines  (R-l,  Sch. 
376,  lines  15  and  16.  col.  (c) ) ;  and  adding 
the  foreign  car  days  on  home  line  (R-1, 
Sch.  376,  lines  15  and  16,  col.  (d) ) . 

(2)  The  total  railroad  car  miles  shall 
b3  calculated  by  adding  the  loaded  car 
miles  (R-1.  Sch.  531,  line  12,  col.  (b))  to 
the  empty  car  miles  (R-1,  Sch.  531,  line 
14.  col.  (d) ) . 

(3)  The  cost  per  car-day  shall  be  cal¬ 
culated  by  adding  50  percent  of  the  rail¬ 
road’s  total  freight-train  car  repair  cost 
(R-1,  Sch.  320,  line  74,  col.  (e) ;  60  per¬ 
cent  of  the  railroad’s  total  freight-train 
car  depreciation  costs  (R-1,  Sch.  330,  line 
3,  col.  (e) ;  100  percent  of  the  railroad’s 
return  on  Investment  on  freight-train 
cars  (Rail  Form  A,  Form  2,  line  20,  col. 
(6) ;  the  time  portion  of  the  railroad’s 
payments  for  the  hire  of  time-mileage 
freight- train  cars  (R-1,  Sch.  376,  line  14, 
col.  (d)  plus  50  percent  of  Leased  Rent¬ 
al — Railroad,  Insurance  and  Other  Com¬ 


panies  (R-1,  Sch.  376,  line  17.  cols,  (d) 
and  (f) ) ,  Other  Basis  (R-1,  Sch.  376,  line 
18,  cols,  (d)  and  (f))  and  Auto  Racks 
(Rr-1,  Sch.  376,  line  21,  cols,  (d)  and  (f ) ) ; 
subtracting  the  time  portion  of  the  rail¬ 
road’s  receipts  for  hire  of  time-mileage 
freight-train  cars  (R-1,  Sch.  376,  line  14, 
col.  (c) ) ,  and  50  percent  of  Leased  Rent¬ 
al — Railroad.  Insurance  and  Other  Com¬ 
panies  (R-1,  Sch.  376,  line  17,  cols,  (c) 
and  (e) ) ;  Other  Basis  (R-1,  Sch.  376, 
line  18,  cols,  (c)  and  (e) ) .  and  Auto 
Racks  (R-1,  Sch.  376,  line  21,  cols,  (c) 
and  (e) ) ;  and  dividing  the  result  by  the 
total  system  car-days  developed  in  para¬ 
graph  (1). 

(4)  The  cost  per  car-mile  shall  be 
calculated  by  adding  50  percent  of  the 
railroad’s  total  freight-train  car  repair 
cost  (R-1,  Sch.  320,  line  74,  col.  (e) ) ;  40 
percent  of  the  railroad’s  total  freight- 
train  car  depreciation  costs  (R-1,  Sch. 
330,  line  3,  col.  (e) ) ;  the  mileage  portion 
of  the  railroad’s  payments  for  hire  of 
time-mileage  freight-train  cars  (R-1, 
Sch.  376,  line  8,  col.  (d) )  plus  50  percent 
of  Leased  Rental — Railroad.  Insurance 
and  other  Companies  (R-1,  Sch.  376,  line 
17,  cols,  (d)  and  (f)).  Other  Basis  (R-1. 
Sch.  376,  line  18,  cols,  (d)  and  (f)),  and 
Auto  Racks  (R-1,  Sch.  376,  line  21,  cols, 
(d)  and  (f));  subtracting  the  mileage 
portion  of  the  railroad’s  receipts  for  the 
hire  of  time-mileage  freight-train  cars 
(R-1,  Sch.  376,  line  8,  col.  (c)),  and  50 
percent  of  the  following  lines:  Leased 
Rental — Railroad  Insurance  and  Other 
Companies  (R-1,  Sch.  376,  line  17,  cols, 
(c)  and  (e) ) ,  Other  Basis  (R-1,  Sch.  376, 
line  18,  cols,  (c)  and  (e) ) ,  and  Auto 
Racks  (R-1,  Sch.  376,  line  21,  cols,  (c) 
and  (e) ) ;  and  dividing  the  result  by  the 
total  system  car-miles  developed  In 
paragraph  (2). 

(5)  The  costs  per  car-day  and  per  car- 
mile  developed  in  paragraph  (j)(4)  of 
this  section  shall  be  applied  to  the  total 
car-days  and  total  car-miles  accumu¬ 
lated  on  the  branch  for  all  traffic  origi¬ 
nated  and/or  terminated  on  the  branch 
and  all  bridge  traffic  handled  by  the 
branch  during  the  subsidy  period  which 
are  attributable  to  time-mileage  freight- 
train  cars.  'The  car-day  and  car-mile 
factors  shall  be  furnished  by  the  rail¬ 
roads.  ’The  on-branch  costs  for  freight- 
train  cars  rented  on  a  straight  mileage 
basis  shall  be  the  system  average  cost  per 
car-mile  applied  to  the  total  car-miles 
accumulated  on  the  branch,  loaded  and 
empty.  The  average  cost  per  car-mile  is 
developed  from  the  railroad’s  latest  Form 
R-1,  Sch.  376,  or  as  follows:  col.  (d)  plus 
col.  (f)  divided  by  col.  (b),  (using  line  1 
for  tank  cars,  line  2  for  refrigerator  cars, 
line  5  for  TOFC/COFC  cars  and  line  3 
for  all  other  cars) . 

(k)  Off -branch  costs.  (1)  Certain 
terminal  costs,  line-haul  car  costs,  and 
Interchange  costs  shall  be  considered  as 
the  off-branch  avoidable  costs  of  provid¬ 
ing  service  over  the  remainder  of  the 
railroad’s  system.  These  costs  shall  be 
computed  by  applying  variable  unit  costs 
to  the  service  units  attributed  to  the 
branch  traffic  during  the  subsidy  period. 

(2)  ’The  following  through  train  single 
line  variable  unit  costs  shall  be  developed 
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by  the  railroad  by  applying  data  con¬ 
tained  in  its  latest  Form  R-1  filed  with 
the  Commission  to  Rail  Form  A;  cost  per 
carload  by  car  type,  modified  cost  per 
( arload  by  car  type  (substitute  an  inter- 
irain  switching  cost,  separated  between 
;r;ileage  and  other  than  mileage  cars,  for 
road  train  to  industry  switching  cost; 
..;id  substitute  a  modified  car  ownership 
cost  developed  in  accordance  with  sec¬ 
tion  1125. 5(j)  above  using  an  allowance 
of  two  days  in  the  terminal  to  cover  the 
loaded  and  empty  car  movement  for  the 
standard  car  ownership  costs;  cost  per 
car-mile  by  car  type;  cost  per  ton-mile; 
and  cost  per  car  interchanged,  separated 
between  mileage  cars  and  other  than 
mileage  cars. 

I  (3)  Terminal  costs  shall  be  calculated 

by  multiplying  the  modified  costs  per 
carload,  by  car  type,  by  the  total  number 
of  carloads  originated  or  terminated  on 
the  branch  during  the  subsidy  year.  To 
this  amount  add  the  regular  costs  per 
carload,  by  car  type,  times  the  number 
of  carloads  which  originate  or  terminate 
on  the  branch  that  are  local  to  the  rail¬ 
road  serving  the  branch. 

(4)  The  line  haul  costs  shall  be  cal¬ 
culated  by  applying  the  costs  per  car- 
mile  by  car  type  to  the  loaded  car-miles 
on  the  system  by  car  type  originated  or 
terminated  on  the  branch  during  the 
subsidy  year  and  applying  the  ton-mile 
unit  cost  to  the  total  ton-miles  on  the 
system  of  revenue  freight  in  road  service 
originated  or  terminated  on  the  branch 
during  the  subsidy  year  and  totaling  the 
results. 

(5)  The  interchange  costs  shall  be 
calculated  by  multiplying  the  cost  per 
car  Interchanged  by  the  number  of  car¬ 
loads  of  trafiBc  interchanged  that 
originated  or  terminated  on  the  branch. 

(l)  Miscellaneous  avoidable  costs.  The 
amounts  assigned  under  this  item  shall 
be  those  identifiable  costs  directly  re¬ 
lated  to  the  branch  which  are  not  other¬ 
wise  assignable  in  this  section. 

(m)  Deferred  subsidy  payments.  If  the 
subsidy  amount  is  paid  in  deferred  pay¬ 
ments,  the  railroad  shall  be  compensated 
for  the  use  of  its  working  capital  by 
applying  the  interest  rate  established  in 
section  1125.7  to  the  deferred  pasunent 
for  the  period  of  time  such  payment  is 
outstanding. 

(n)  Casualty  reserve  account.  The  costs 
assigned  imder  this  account  shall  be  any 
payments  mutually  agreed  to  by  the  per¬ 
son  offering  the  subsidy  and  the  railroad 
for  the  purpose  of  holding  the  subsidizer 
harmless  from  any  liability  under  Ac¬ 
count  415 — Clearing  wrecks;  Account 

416 —  Damage  to  property;  Account 

417 —  Damage  to  livestock  on  right-of- 
way;  Account  418 — Loss  and  damage — 
Freight;  and  Account  420 — Injuries  to 
persons.  Such  cost  may  Include  a  reason¬ 
able  fee  to  cover  the  cost  of  administer¬ 
ing  the  fimd. 

§  1 125.6  Valuation  of  rail  properties. 

The  value  of  the  rail  properties  on  a 
branch  shall  be  determined  in  ac¬ 
cordance  with  the  following: 

(a)  Only  the  following  properties  on  a 
branch  may  be  considered: 
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( 1 )  Those  that  are  used  and  useful  to 
provide  the  rail  services  requested  by  the 
person  offering  a  subsidy. 

(2)  In  the  absence  of  a  request  for 
specific  services  by  that  person,  those 
properties  that  are  used  and  useful  to 
provide  the  rail  service  performed  on  the 
branch  at  the  time  the  final  system  plan 
becomes  effective,  or  if  no  service  was 
being  performed  at  that  time,  the  serv¬ 
ices  that  were  last  performed  on  the 
branch. 

<b)  The  value  of  the  properties  shall 
be  their  net  liquidation  value  for  their 
highest  and  best  use,  consistent  with  ap¬ 
plicable  zoning  and  land  use  regulations, 
determined  by  computing  their  current 
market  value  for  other  than  rail  trans¬ 
portation  pxirposes,  less  all  costs  of  dis¬ 
mantling  and  disposition  of  improve¬ 
ment  necessary  to  make  the  remaining 
property  available  for  its  highest  and 
best  use. 

(c)  If  the  railroad  and  person  offer¬ 
ing  a  subsidy  cannot,  within  a  period  of 
time  that  either  of  them  considers  rea¬ 
sonable  after  the  beginning  of  negotia¬ 
tions  for  the  payment  of  the  subsidy, 
agree  on  the  properties  that  are  used 
and  useful  or  the  net  liquidation  value, 
or  both,  the  one  that  considers  that  a 
reasonable  period  of  time  has  elapsed 
may  notify  the  other  of  its  intention  to 
have  the  matter  arbitrated.  Each  of  the 
parties  shall  then  appoint  a  representa¬ 
tive  and  the  representatives  shall  select 
an  arbitrator  or  arbitrators  mutually 
acceptable  to  them.  The  decision  of  the 
arbitrator  or  arbitrators  shall  be  final. 

(d)  If  either  party  fails  to  appoint  a 
representative  within  five  days  after  re- 
cehdng  notice  from  the  other  party  of 
its  representative,  or  if  the  appointed 
representatives  fail,  within  five  days  af¬ 
ter  the  Isist  one  of  them  is  appointed,  to 
agree  upon  a  mutually  acceptable  arbi¬ 
trator  or  arbitrators,  either  party  may 
submit  the  matter  for  arbitration  to  the 
American  Arbitration  Association  pursu¬ 
ant  to  its  commercial  arbitration  rules, 
and  the  decision  of  its  arbitrator  or  arbi¬ 
trators  shall  be  final. 

(e)  In  considering  the  value  of  prop¬ 
erties  under  this  section,  the  arbitrator 
or  arbitrators  shall  consider,  among 
other  factors,  any  bona  fide  offer  for  the 
properties,  or  a  part  thereof,  recent  sales 
of  adjoining  or  similar  properties,  and 
any  available  appraisals,  by  a  reputable 
appraiser,  of  the  properties,  or  a  part 
thereof, 

(f )  If  the  person  offering  a  subsidy  is  a 
public  body,  each  meeting  of  an  arbitra¬ 
tor  or  arbitrators  with  the  parties  for 
the  purix>ses  of  receiving  information  or 
evidence  or  to  hear  arguments  or  views 
shall  be  open  to  the  public.  Any  inter¬ 
ested  member  of  the  public  may  file  writ¬ 
ten  views,  argument,  or  information  with 
the  arbitrator  or  arbitrators  at  any  time 
within  3  days  after  the  closing  of  the 
sessions  that  are  open  to  the  public. 

§  1125.7  Reanonable  rrliim  on  the  value 
of  the  properties. 

The  reasonable  return  on  the  value 
of  rail  properties,  as  determined  tmder 


S  1125.6,  shall  be  the  interest  rate  that 
is  equal  to  the  publicly  quoted  yield  to 
maturity  or  earliest  call  date  on  the 
business  day  of  the  month  in  which  the 
subsidy  agreement  is  entered  into,  for 
United  States  Treasury  bonds  or  iiotc.s 
maturing  or  having  an  earliest  call  date 
approximately  coterminous  with  the  end 
of  the  subsidy  period.  United  States 
Treasury  bonds  redeemable  at  par  before 
call  or  maturity  for  the  sole  purpose  of 
applying  the  proceeds  to  payment  of 
Federal  estate  taxes,  and  Treasui'y  notes 
Series  EA  or  EO  shall  be  excluded  from 
consideration  for  this  purpose. 

§  1125.8  Reasonable  munagenK-iil  fee. 

Four  and  one-half  percent  of  the  total 
annual  revenues  attributable  to  the 
branch  as  determined  pursuant  to 
§  1125.4  shall  be  paid  to  the  railroad  as 
a  reasonable  management  fee.  If  the 
railroad  and  the  person  offering  the  sub¬ 
sidy  agree  to  an  additional  fee  designed 
as  an  Incentive  to  maximize  revenues, 
minimize  expenses,  promote  efflcleni 
service  or  otherwise  achieve  public  inter¬ 
est  objectives,  the  railroad  shall  be  paid 
such  fee  as  determined  in  accordance 
with  such  agreement. 

§  I  12.5.0  .Submission  of  infornialioii  b> 
railroad  giving  iioli«*e  of  inloni  lo 
ilisrontinuc  service  on  a  branch. 

(a)  A  railroad  giving  notice  of  Intent 
to  discontinue  service  on  a  branch  shall 
give  to  the  Director  of  the  Office,  and  to 
the  governor  and  railroad  regulatory 
commission  of  each  State  within  which 
the  branch  is  located  and  to  any  other 
person  upon  request  an  “Estimate  of 
Subsidy  Payment”  including  information 
prescribed  in  Appendix  I  to  this  Part. 

(b)  Beginning  with  the  week  in  which 
it  gives  notice  of  intent  to  discontinue 
service  on  a  branch,  pursuant  to  section 
304(a)  (2)  (B)  of  the  Act,  the  railroad 
shall  publish  a  copy  of  that  notice  of  in¬ 
tent  in  a  newspaper  or  newspapers  of 
general  circulation  in  the  areas  encom¬ 
passing  the  branch  at  least  once  a  week 
for  three  consecutive  weeks. 

(c)  Each  railroad  providing  the  infor¬ 
mation  required  by  paragraph  (a)  of  this 
section,  and  publishing  a  notice  as  re¬ 
quired  by  paragraph  (b)  of  this  section, 
shall  include  therein  a  statement  to  the 
effect  that  copies  of  the  materials  and  in¬ 
formation  upon  which  the  railroad’s  cal¬ 
culations  for  the  purposes  of  §  1125.3 
have  been  made  are  located  at  an  ofQce 
of  the  railroad  within  the  State  or  States 
concerned  and  may  be  examined  by  any 
Interested  person  during  regular  work¬ 
ing  hours.  However,  doctiments  upon 
which  the  calculations  are  made  which 
disclose  Information  concerning  the  na¬ 
ture,  kind,  quantity,  destination,  con¬ 
signee,  or  routing  of  traffic  shall,  if  the 
railroad  so  requests,  be  shown  only  to  a 
representative  of  the  person  offering  a 
subsidy  and  only  if  that  representative 
agrees  to  keep  that  Information  con¬ 
fidential. 

(d)  A  notice  of  Intent  to  discontinue 
service,  pursuant  to  section  S04(a)(2) 
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(B>  of  the  Act,  is  not  considered  to  be 
completed  or  given  until  the  railroad 
has  taken  the  actions  required  by  para¬ 
graphs  (a)  through  (c)  of  this  section. 

(e)  Each  railroad  must  establish  a  sys¬ 
tem  of  collecting  the  cost  and  other  rele¬ 
vant  data  required  herein  at  the  branch 
level. 

(f)  Each  railroad  must  file  a  “Finan¬ 
cial  Status  Report”  including  the  infor¬ 
mation  prescribed  In  Appendix  n  to  this 
Part  within  30  days  after  the  end  of  each 
quarter  of  the  subsidy  year.  Significant 
deviations  from  the  original  estimates 
must  be  explained.  Unless  the  parties 
agree  otherwise,  the  third  quarter  report 
will  be  the  basis  for  negotiating  the  sub¬ 
sequent  year  subsidy  agreement.  The 
year-end  report  will  be  the  basis  of  the 
subsidy  payment  adjustment. 

(g)  A  railroad  entering  into  a  subsidy 
agreement  shall  make  available,  in  the 
same  manner  and  subject  to  the  same 
conditions  described  in  paragraph  (c)  of 
this  section,  to  any  Interested  person 
copies  of  the  materials  and  information 
upon  which  calciilations  for  the  purposes 
of  S  1125.4  through  1125.7  have  been  or 
are  to  be  made. 

Appendix  I — Infokmatxon  To  Be  Furnished 

The  following  Information  Is  required  to 
be  furnished  under  i  1125.8(a).  All  data  shall 
be  developed  In  accordance  with  the  method¬ 
ology  set  forth  In  {  1125.3. 


REVENUES  estimated  FOR 

1.  Freight  Originated  And/Or  Terminated 
On  Branch. 

2.  Bridge  Traffic. 

3.  Demurrage. 

4.  Passenger. 

5.  All  Other. 

6.  Total  Estimated  Revenues  (lines  1 
through  5). 

AVOIDABLE  COST  ESTIMATES  FOR 

7.  Off -Branch  Costs  (Ratio  times  line  1). 

8.  On>Branch  Costs  (lines  8  a  through  8  f ) . 

a.  Maintenance  of  Way  and  Structures. 

b.  RehabUltatlon. 

c.  Maintenance  of  Equipment. 

d.  Transportation. 

e.  Taxes. 

f.  Miscellaneous. 

9.  Total  'Avoidable  Cost  Estimate  (line  7 
plus  line  8). 

RETURN  ON  VALUE  ESTIMATE 

10.  Valuation  of  Property. 

11.  Rate  of  Return. 

12.  Total  Return  on  Value  (line  10  times 
line  11). 

13.  Management  Fee. 

ESTIMATED  8UBSIDT  PAYMENT 

14.  Estimated  Subsidy  Payment  (Ihie  6 

minus  lines  9,  12  and  13).  * 

Appendix  n — Information  To  Be  Furnished 

The  following  Information  Is  required  to 
be  furnished  under  1 1125.8(f) .  All  data  shaU 
be  developed  In  accordance  with  the 
methodology  set  forth  In  1 1125.4-7.  The 


actual  data  for  the  year  to  date  and  a  projec¬ 
tion  to  the  end  of  the  subsidy  year  shall  be 
shown  for  each  item,  except  that  off-branch 
costs  shall  be  estimated  during  the  subsidy 
year  by  applying  the  ratio  developed  in  the 
interim  formula  to  the  actual  revenues  .show  n 
in  item  1. 

revenues  for 

1.  Freight  Originated  And  Or  Terminated 
on  Branch. 

2.  Bridge  Traffic. 

3.  Demurrage. 

4.  Passenger. 

5.  All  Other. 

6.  Total  Revenues  (line  1  through  6). 

AVOmABLX  COSTS  FOR 

7.  Off-Branch  Costs  (Ratio  times  line  1). 

8.  On-Branch  costs  (lines  8a  through  8f ) . 

a.  Maintenance  of  Way  and  Structures. 

b.  Rehabilitation. 

c.  Maintenance  of  Equipment. 

d.  Transportation. 

e.  Taxes. 

f.  Miscellaneous. 

9.  Total  Avoidable  Cost  (line  7  plas  line  8) . 

RETURN  ON  VALUE 

10.  Valuation  of  Property. 

11.  Rate  Of  Return. 

12.  Total  Return  on  Value  (line  10  times 
line  11). 

13.  Management  Fee. 

SUBSIDT  PAYMENT 

14.  Subsidy  Payment  (line  6  minus  lines 
9.  12  and  13) . 
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